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AICPA Washington Report
January 27, 1975 
Volume III, Issue 15
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AGRICULTURE, DEPARTMENT OF
Proposed amendments to the regulations governing the National
School Lunch Program to implement FMC 74-7 have been published 
(see 1/22/75 Fed. Reg., p. 3452). Some of the changes proposed 
include making State agencies responsible for prescribing 
the accounting records relating to their use of Federal grants 
and requiring a State audit program providing for audits of 
State agencies and School Food Authorities at least once every 
two years. Comments on this proposal are to be filed by 2/21/75.
COMMERCE, DEPARTMENT OF
A new reporting form for the Bureau of Economic Analysis for a
single time survey of firms changing methods of inventory 
valuation has been approved. Because the procedures used by 
BEA to prepare the estimates of inventory investments and 
corporate profits components of gross national products uti­
lize the proportion of inventories reported on LIFO, these 
changes raise questions concerning the accuracy of the pub­
lished estimates of these components. The survey requests the 
firm to provide some detail about the change of valuation 
methodology, such as, in which of the company's fiscal years 
did the change occur, the percentage of the firm’s inventories 
which were affected, a restatement of the firm's net income 
before tax for the year in which the change occurred, and 
the change in reporting method on some census form which may 
have occurred at the same time. For further information con­
tact Irving Rottenberg, 202/523-0840.
COUNCIL ON WAGE AND PRICE STABILITY
The first quarterly report to Congress is now available. Covering 
the five months up to 10/1/74 to fill the gap in past stabi­
lization reports, the report includes a summary of the Coun­
cil’s establishment and composition together with an assess­
ment of the economic situation for the covered period. It 
concludes that the current price inflation is higher than at 
any time in more than 50 years, with the exception of the 
1946-47 post-war price boom. Copies of the report may be ob­
tained by calling the Public Affairs Office, 202/456-6757.
Director Albert Rees, in a speech to the National Economists 
Club in Washington, outlined up-coming activities including a 
review of pricing in the concentrated industries beginning 
with the aluminum industry and stated that the current rise in 
prices is now being caused by increasing costs of energy and 
labor. Acknowledging that the Council has no power to delay 
or rollback price or wage boosts, Mr. Rees said the President’s 
powers of persuasion are still substantial and that he would 
undoubtedly veto any bill restoring wage and price controls.
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ENVIRONMENTAL PROTECTION AGENCY
A recently-released GAO report has recommended the creation of a 
directory of environmental data systems and more coordination 
of the collection and exchange of environmental data around 
specific environmental problems that need solving. Prepared 
for the House Subcommittee on Fisheries and Wildlife Conser­
vation and the Environment, the report, entitled "Federal 
Environmental Data Systems" (B-177222, 11/22/74), examines 
the various federal agencies collecting and storing environ­
mental data and the existing problems in the exchange of such 
data. Copies may be obtained for $1 each from the GAO Reports 
Department, 202/386-6594.
FEDERAL ENERGY ADMINISTRATION
Proposed amendments to revise the Mandatory Petroleum Price Regu­
lations to "mesh" these regulations with the proposed in­
creased oil import fees have been published (see 1/22/75 Fed. 
Reg., p. 3467). Designed to ensure that the burden of the 
increased import fees will be equitably distributed and ap­
propriately reflected in the price of gasoline, the basic 
modification proposed is to limit generally the proportion 
of increased product costs that can be passed through and re­
flected in prices charged. Comments are due by 2/4/75 and 
a hearing on the proposal will be conducted 2/6/75 and 2/7/75.
Finalized amendments to the Mandatory Petroleum Price Regulations 
covering clarifications to the definitions of covered products 
appeared in the 1/16/75 Fed. Reg., p. 2795. The purpose of 
the amendments is to set forth more explicitly the covered 
product categories to which FEA regulations are applicable to 
insure that the price regulations have uniform applicability 
to each entity in the industry.
FEDERAL POWER COMMISSION
Finalized amendments to the regulations revising the definition 
of "gas-purchase facilities" have been issued (see 1/22/75 
Fed. Reg., p. 3410). The amendments also increase cost limi­
tations for budget-type gas-purchase facilities and are effec­
tive 2/21/75.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Proposed regulations governing State Adult Education Programs pur­
suant t o  P.L. 93-380, the Education Amendments Act, have been 
issued (see 1/21/75 Fed. Reg., p. 3382). State agencies will 
be required to submit annual financial reports, recommended 
State plan format including financial reporting and record­
keeping provisions is included in the publication. The time 
for comment ends 2/20/75.
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Regulations to implement provisions of P.L. 93-348, the National
Research Service Award Act of 1974, have been proposed (see
1/17/75 Fed. Reg./ p. 3074). Provisions covering fiscal re­
cords and reports and grantee accountability are included.
The proposal also incorporates by reference the DHEW audit 
provisions in the Title 45 CFR Part 74. Comments are to be 
filed no later than 2/18/75.
Proposed amendments to the regulations under the Cooperative Edu-
cation Program were published in the 1/17/75 Fed. Reg., P. 3007.
The amendments contain definitions of "cooperative education" 
and related terms, the criteria on which grants will be made 
for planning, establishing, expanding or carrying out such 
programs, and the basis on which grants will be made and con­
tracts entered into with institutions of higher education and 
public and private organizations and agencies for training, 
research, and demonstration projects. Recordkeeping and re­
porting requirements appear in section 182.15. The time for 
comments ends 2/18/75.
SECURITIES AND EXCHANGE COMMISSION
An exchange of correspondence between the Chief Accountant and
the IRS on financial disclosure problems relating to the
adoption of the LIFO inventory method has been released (ASR 
No. 169, 1/23/74). The correspondence confirms that companies 
may note the impact of a switch to LIFO, in press releases, 
quarterly reports, or the narrative of the annual report as 
long as they adhere to the language used in the footnote 
to the financial statement.
Rule 17a-5(n) has been amended to require broker-dealers subject 
to paragraph (k) of Rule 17a-5 to furnish customers annually 
one unaudited report of financial condition and certain in­
formation concerning the firm’s net capital in lieu of the 
previously-required quarterly reports. Announced in Rel. No. 
34-11187, 1/17/75, the effect of the amendment is that broker- 
dealer customers will now receive two financial reports annually 
instead of four, one audited and one unaudited, each approxi­
mately six months apart.
The Report Coordinating Group (Advisory) will meet at 10:00 a.m., 
2/14/75, at the SEC Headquarters Bldg., Room 876, 500 N.
Capitol Street, Washington, D.C. The purpose of the meeting 
is to discuss the FOCUS Report on financial and operational 
information and the development of simplified assessment and 
trading forms. Additional information may be obtained from 
the Group’s Secretary, 202/755-1390.
The newly-amended rules governing the content and distribution of
annual reports to shareholders will be interpreted liberally
in 1975 according to Chairman Ray Garrett, Jr. Speaking to
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the American Society of Corporate Secretaries on 1/16/75,
Mr. Garrett observed that "as an administrative policy, the 
Commission's staff, which is available for assistance in 
these areas, will be interpreting the new requirements [adopted 
last October] liberally during this first proxy season which 
will serve as a shake-down period for the new rules." He 
warned, however, that companies which grossly violate the rules 
will run afoul of the 1934 Act’s broad antifraud provisions in 
Rule 10b-5.
Regarding the recent District Court ruling requiring 
further SEC hearings on environmental and equal employment 
opportunity disclosures, Mr. Garrett stated that the Commission 
will probably focus its attention in these areas on the Form 
10-K requirements rather than imposing additional rules on 
annual reports to shareholders. Disavowing future substantive 
amendments to the annual report rules, Mr. Garrett did forecast 
changes requiring additional liquidity and working capital 
disclosures in annual reports.
The Securities Acts Amendments of 1975 has been introduced by
Sen. Williams (D-N.J.). The bill (S. 249) is a consolidation 
of the four securities bills which passed the Senate in the 
last Congress (S. 470, S. 2058, S. 2474, and S. 2519) together 
with provisions concerning the disclosure of the securities 
holdings of large institutions. Sen. Williams' remarks on 
introduction of the bill and a summary of its provisions appear 
in the 1/17/75 Cong. Record, p. S432.
TREASURY, DEPARTMENT OF
Hearings on the first phase of the Administration's tax proposal
are underway. Secretary William Simon discussed in his remarks
both a need for a reduction in personal taxes as well as busi­
ness tax relief. Mr. Simon endorsed a proposal offered by 
Ways and Means Chairman Ullman that any changes in the invest­
ment credit rate be made retroactive to the commencement date 
of these tax hearings. There was no formal vote, however, on 
this proposal.
Panels of selected witnesses will be offering their views 
of the proposal during the next few days. Additionally, any 
interested parties may submit written comments through January 
29th. Markup sessions will begin on January 30th, and Mr. Ullman 
has said he expects to complete action on a tax bill by March 1st. 
Chairman Russell Long (D-La.) of the Senate Finance Committee 
has stated that if the House will move legislation quickly to 
the Senate, it will receive prompt consideration by his Com­
mittee.
The Commissioner of Internal Revenue has named the members of the
IRS Advisory Group for 1975. The group meets periodically with
the Commissioner to discuss matters of tax administration.
Members serve for one year without compensation. William C. 
Penick, CPA, Chairman, AICPA Division of Federal Taxation, has 
been appointed. Other CPAs named to the Advisory Group include:
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Jeffrey S. Gold, Frank T. Rea, Theodore Reiner, Richard D. 
Thorsen and Daniel Wainess.
"Q & A's" on the tax aspects of the new pension reform law are set
out in IRS Technical Information Release 1334 of l/8/75. The
TIR has been prepared pending the issuance of regulations and
other guidelines concerning the new pension law. Copies of 
the release are available by contacting the Public Affairs 
Office, 202/964-2041.
A proposal to amend the Employment Tax Regulations to provide con­
formity with certain social security amendments reflecting 
statutory amendments under the Federal Insurance Contributions 
Act has been issued (See 1/21/75 Fed. Reg., p. 3299). Comments 
on these proposed changes are requested prior to 2/20/75.
SPECIAL: REVISION TO BANKRUPTCY LAWS LEGISLATION INTRODUCED
Rep. Don Edwards (D-Ca.) of the House Judiciary Committee has in­
troduced two major proposals for rewriting the present Federal 
laws on bankruptcy. His remarks on introducing the measures 
(HR 31 and HR 32) appear in the 1/14/75 Cong. Record, p. H77.
Mr. Edwards indicated that the House would hold hearings on 
these measures in February.
Sen. Quentin Burdick (D-N.D.), a Member of the Senate 
Judiciary Committee, has announced that he will chair hearings 
on an initial overview of the bankruptcy law revisions on 
February 19-20.
SPECIAL: FGAA ANNOUNCES NATIONAL CONTEST
The Federal Government Accountants Association, through its Task
Force on Social Accounting, is sponsoring a national contest
for research papers and studies related to Social Accounting
and Social Accountability. While it is recognized that some 
research and writing has already been done in the public and 
private sectors regarding social measurement and its related 
accounting, the FGAA is launching this program to help fulfill 
its professional responsibilities of leadership in this evolu­
tionary process. Authors do not have to be members of FGAA 
to enter the contest and the deadline for submission is 4/30/75. 
Further information on this contest may be obtained by con­
tacting the FGAA, 703/684-6931.
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